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File No. 82-4802
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. 100 F Street, NE.
. Washington D.C. 20549
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AIFUL CORPORATION

Tokyo Office | -
Toho-Hibiya Bldg. (Hibiya Chanter), 5
1-2-2, Yurakud'no, Chiyoda-ku, Tokyo
100-0006 Japan

TEL 03-4503- 61OOIFAX 03-4503-6109 ,
: ir@aiful.co. ]p []: http://wwwaiful. colp

‘March 13, 2007

Dear Sir / Madam:;

Re: AIFUL CORPORATION — Rule12e3-2(b) S

|
i

i In order for us to comply with the requirements of Rule 12g3 2(b) we, AIFUL

t

,CORPORATION (the * Company ", enclose herewith Exhibits 1 through 8, listed-in

Ithe attached sheet, which are English version, English translatllons, adequate

. : L . ! .
! summaries and/or brief description in English of the documents which were-

.published by the Company in the period from October 1, 2006 tcl December 31, 2006

,and which are all the documents of th[e Company required to be furnlshed to SEC in

-respect of such period under Rule 12g3-2(b).

We will continue to submlt to you Englush

versions, English translatlons adequate’

summaries and/or brief descriptions ‘m English of the publlshe?i documents of the-

i Company to the extent:required under Rule 12g3-2(b).
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Yuji Fukada
Title: Chief of [nlvestor Relations,

Name:;

Investor R|‘e|ations Office




Exhibit 1.

Exhibit 2.

Exhibit 3.

Exhibit 3—-A

Exhibit 4.

Exhibit 5.

Exhibit:6.

Attachments

List of material information made public in Japan

from October 1, 2006 to December 31, 2006

Descriptions

Semi—Annual Securities Report dated December 25,
2006 for the 30th Fiscal Year (Interim) from April 1,
2006 to September 30, 2006 (brief description in
English)

Interim Financial Statements (Consolidated and
Non-Consolidated) dated November 7, 2006
(English Translation)

Data book (The Interim Period Ending March, 2007)
dated November 7, 2006 (English Translation '
contained) '

Press Release dated October 10, 2006 with a title
“AIFUL Announces Cancellation of ‘Group Life

Insurance for Consumer Credit’ ” (English ‘
translation) ' ‘

Press Release dated October 23, 2006 with a titlel
“AlIFUL Announces Basic Outline of Merger by
Absorption: of Subsidiaries” (English translation)

Press Rélease dated October 26, 2006 with a title
“AIFUL Announces Progress Report on

Strengthening of Compliance Structure” (English
translation)

Press Release dated October 30, 2006 with a
title "AIFUL Announces Revision to Interim

Financial-Results Forecasts” (English translation) .

S o
Information

Provided to
DKALFB
TSE/OSE

TSE/OSE

Public

Public

Public

Public

Public




Exhibit 7. Press Release dated November 7, 2006 witha . Public
title: " AIFUL Announces Revision to Full Term
Financial Results Forecasts” (English translation)
Exhibit 8. Press Release dated December 8, 2006 witha Public
title “AIFUL Announces US Dollar Denominated |
Unsecured Notes Issues” (English translation)
*) “DKALFB” means Director-General of Kanto Local Finance Bureau,
“TSE” means Tokyo Stock Exchange.

“OSE” means Osaka Securities Exchange.
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(Brief Description in English)
December 25, 2006
Semi-Annual Securities Report

(Report pursuant to Article 24-5, Paragraph 1 of
the Securities and Exchange Law)

The 30th Fiscal Year (Interim)
from April 1; 2006 _
to September 30, 2006

This Semi-Annual Securities Report concerning the period from April 1, 2006 through
September 30, 2006 (the “Semi-Annual Securities Report™) was, in accordance with the
Japanese laws and regulations, filed on December 25, 2006 with the Director-General of

Kanto Local Finance Bureau of the Ministry of Finance of Japan, and is made available for

public inspection at the Tokyo Branch of AIFUL Corporation (the “Company™) and at each
of The Tokyo Stock Exchange and The Osaka Securities Exchange, on which the shares of
common stock of the Company are listed. '

It is required under the Japanese laws and regulations to include in the Semi-Annual
Securities Report certain information concerning the Company on both consolidated and
non-consolidated basis, including its financial position and results of operation, together with
the consolidated and non-consolidated semi-annual financial statements of the Company for
the period from April 1, 2006 through September 30, 2006.

The information in the Semi-Annual Securities Report which is material to an
investment decision is substantially contained in the Interim :Financial Statements
(Consolidated and Non-Consolidated) (The 1* half year of FY 2007 ended September 30,
2006) of the Company.




Intertim Financial Statements (Consolidated)

For the fiscal vear ending March 31, 2007

ATFUL Corporation

Stock Code: 8515

(URL http:/Avww.aiful.cop)
Representative:

Inquiries:

Drate of the Board of Directors” meeting 1o
approve financial statements:
Adoption of U.S. GA.AP:

Stock Exchange: Tokvo,

Osaka '
Headquarters: Kvoto City

MEMBERSHIP
November 7, 2006

Yoshitaka Fukuda, President and Chief Executive Ofticer
Kenichi Kavama, General Manager, Public Relations Department

TEL (03) 4503 - 6050

November 7, 2006
No

I. Consolidated Results for the Interim Period (April 1, 2006 — September 30, 2006)

1. Consolidated Operating Results

(In millions of ven - rounded down, except where noted)

Operating Revenue

Operating [ncome

Ordinary Income

Interim Period finded September 30, 2006 262283 (3.9% 27744 (63.0)0% 28,115 (62.9%
Interim Period Ended September 30, 2005 272.802 6.4% 74,972 13.8% 75,757 15.5%
Ficcal Year Ended March 31, 2006 549,547 6.0% 125116 (7.1\% 126,96 (6.2)%

Net Income

Net Income

Diluted Net Income

per Share (Yen) per Share (Yen)
Interim Period Ended September 30, 2006 (179,564) - (1,267.91) -
Interim Period Ended September 30, 2005 44,210 35.1% 312.20 312.13
Fiscal Year Ended March 31, 2006 65,827  (13.1)% 464.84 464.69

Notes: (1) Equity method investment gain or loss for; Interim period ended September 30, 2006:
Interim period ended September 30, 2005:
Fiscal year ended March 31, 2006:

(2) Average number of shares dunng:

(3) Changes in accounting polictes:

(4) Percentage figures shown for operating revenue. operating income, etc.. show year-on-vear change.

2. Consolidated Financial Position

- million ven
- million ven
- million ven

141,622,661 shares
141,608,423 shares
141,613.814 shares

Inténm period ended September 30, 2006
Interim period ended September 30, 2003:
Fiscal year ended March 31, 2006:

None

{In millions of ven - rounded down, except where noted)

Total Assets Net Assels Eg:fg?gﬂ?g? %) Net ASS&ZE)E r Share
Interim Period Ended September 30, 2006 2,490,928 495339 19.6 3,447.03
Interim Period Ended September 30, 2005 2,680,042 661,718 24.7 467282
Fiscal Year Ended March 31, 2006 2,790,969 681,694 244 481345

Note: Number of shares issued and ontstanding:

3. Consohdated Cash Flows

As of September 30, 2006:
As of September 30, 2005:
As ot March 31, 2006:

141.622.498 shares
141,610,000 shares
141,622,876 shares

(In millions of yven - rounded down)

Cash Flow from Cash Flow Cash Flow from Cash and Cash
Operating from Investing Financing Equivalents at the
Acuvities Activilics Activities End of the Period
Intenm Period Ended September 30, 2006 120,518 45,104 (166,183) 133,832
Interim Period Ended September 30, 2005 (30,978) 3165 46,004 124,542
Fiscal Year Ended March 31, 2006 (23,944) {60,019 111,185 134,376

4. Consolidated Companies and Companies to Which Equity Method Accounting Applies
13 companies

Number of non-consolidated subsidiaries accounted for by the equity method: () companies
0 companies

Number of consolidated subsidiaries:

Number of affiliated companies accounied for by the equity method:

Consclidated



5. Changes in application of consolidated accounting and equity method accounting
Consolidated subsidiaries: {(Newly included): 3 companies (Excluded): 0 companies
Companies accounted for by the equity method:  (Newlv included): 0 companies (Excluded): 0 companies

1l. Full Year Forecast (April 1, 2006 - March 31, 2007)

(In millions of ven. rounded down)
Operating Révenue Ordinary Income . Net Income (I.oss)
Fiscal Year Ending March 31, 2007 508,714 20,000 (185,476)

Reference:
Forecast for camings (loss) per share for fiscal vear ending March 31, 2007: 1,309.65 ven

Caution Relating to Results Forccasts:

The above forecasts are based on the information available to management at the time they were made. and are estimates involving uncertain
factors thought likely to have an effect on future results. Actual results can differ matenally {rom these forecasts for a variety of reasons.

Consolidated



(Supplementary Data) I
I.  State of the Group : a

The AIFUL Group is composed of AIFUL Corporation (“AIFUL” below) and 13 consolidated subsidiaries, 19 non-consolidated subsidiaries
and two affiliated companies. The Group is principally engaged in the consumer {inance services and credit sales businesses. It is also active
in the home equity loan business, small business loans, and. debt collection and management. (Sixteen companies that include investment
associations treated as corresponding to subsidiaries under the application of the Practicat Solution on Application of Control Criteria and
Influence Criteria to Investment Associates [Accounting Standards Board of Japan {ASBJ}, PITF No. 20] are included in non-consolidated

subsidiaries.)

Business Classification

AIFUL & subsidiaries

Business Descriptions

Consumer finance
business

AIFUL Corporation

Tryto Corporation

LIFE Co.. Ltd

City’s Corporation

Wide Corporation

TCM Co.. Ltd.

Passkey Co., Ltd.

1d Credit Corporation

Net One Club Corporation

t

The Company and its subsidiaries provide small. unsecured loans tor
consumers.

AIFUL Corporation
=
:5: Trvto Corporaticn
[}
L
&z LIFE Co., Ltd
:n.
2" | Home equity loan . . . L .
% | business Businext Corporation The Company and its subsidiaries provide home equity loans.
City’s Corporation
Wide Corporation |
Passkey Co.. Ltd. l
AIFUL Corporation
Small _busmess loan Businext Corporation The Company and its subsidiaries lend to small and other businesses.
operations - :
City’s Corporation
AIFULC ti . ” . . . .
. - orporation The Company and its subsidiary offer credit card shopping. per-item
Credit sales business credit, loans and guarantees for consumers
LIFE Co., Ltd -' & pumers.
Debt-collection AsTry Loan Services The company specializes in the management and collection of a tull
business Corporation range of receivables and loans. :
Venture capital New Frontier Parmers Co., The company assesses, invests in and supports venfure companies
business Lid. parny assesses. PP P )
Q@ ]
& | Real estate business | Marutoh K K. The company leases real estate.
& p .

City Green Corporation

Holding company for City’s Corporation.
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The organization chart tor the Companv’s businesses is as follows:

uonesodso) [AIV

~ .
Consumer finance business

'

Consolidated subsidiary
Tryto Corporation

Consolidated subsidiary
LIFE Co., Ltd.

Consolidated subsidiary

City’s Corporation

Consolidated subsidiary

Wide Cnrpc!lraﬁun

Consolidated subsidiary
TCM Co., Ltd.

Consolidated subsidiary

Passkev Co., Ltd.

Consolidated substdiary

id Credit Corporation

Consolidated subsidiary

Net One Club Corporation

SSIUISNE IUBULY

Home equity loan business

Consolidated subsidiary

Tryto Corporation

Consolidated subsidiary

LIFE Co., Ltd

Consolidated subsidiary
Businext Corporation

Consolidated subsidiary

SIILNSUGTY

Cin’s Corporation

Consolidated subsidiary
Wide Corporation

Small business loan
operations

Consolidated subsidiary

Passkey Co., Ltd. .

r

Consolidated subsidiary
Businext Corporation

Consolidated subsidiary

Credit sales business

City's Corporaﬁnn

Consolidated subsidiary
LIFE Cu., Litd.

Debt-collection business

Consolidulgd subsidiary
AsTry Loan Services

PNO

Venture capital business

Consolidated subsidiary
New Frontier Partners_Co.,

Real estate business

Consolidated subsidiary

Marutoh I\':.l{.

* City Green Corporation is not listed above, since it is a holding company of City’s Corporation, an

d is not active in business,

Consolidated



1II. Management Policies

1.  Basic Management Policies

AIFUL regards the April 2006 administrative penalties with the utmost gravity. and the Company is currently engaged in camestly promoting
the tirming up of its intemal structures, which includes conducting a review of relevant regulations and so on, based on the Business
Operation Improvement Plan it submitted to the Director of the Kinki Finance Bureau.

Mareover, AIFUL established a company-wide Confidence Restoration Project in Jurte 2006 to further strengthen its compliance structures
with the aim of restoring contidence. At the same time as exhaustively assessing the fundamental ‘causes of the legal breaches, taking into
accouni the organizational environment and culture, AIFUL is striving to formulate radical plans for reform. drawing on the perspectives of
third parties such as outside experts.

Promolin;: “total compliance™ and “a customer {irst orientation” as the priority principles in Hs bale management policy, AIFUL will direct
its energies to obtaining the support of all its stakeholders.
'

2. Basic Policies on Profit Distribution

The AIFUL Group's basic dividend policy is to consistently distribute profits to sharcholders in a stable manner on the basis of a
comprehensive assessment of the economic and financial situation and the Company’s own business performance.

Based on this basic policy. the AIFUL Group aims to increase retums for shareholders and sharcholder value via long-term profit growth.
Internal reserves are to be used effectively. considering market conditions and other factors, in strategic investments that contribute 1o the
rebuilding of the eamings base. as well as in the reconstruction of corporate infrastructure, mcludmg the strengthening of comphance, and
strategies for reinforcing a variety of intemal control functions.

3. Management Indicator Objectives

The AIFUL Group puts an emphasis on group ROA as a management indicator objective from the perspective of seeking to improve
management efficiency. and the Group is working to raise ROA. ,

4, Medium and Long-Term Business Strategies ,

In fiscal 2004. Japan's consumer credit market was worth appm\imate]\ 58.2 trillion ven (based on the balance of credit extended). a total
that includes 1.8 trillion ven in retail credit and 34.5 trillion ven in consumer loans {excluding deposit and savings-secured loans). The size
of the market for specialized consumer linance companies within the consumer loan market stood at 10.2 trillion ven. expanding from a
12.19% share of the overall consumer loan market ten vears carlier in fiscal 1994 10 a 29.49%% share in-fiscal 2004,

Meanwhile, with regard to current circumstances. the AIFUL: Group is aware that discussions on the revision of the Money Lending Business
Control Law have entered their final stage, and there is also mounting uncertainty over the future with regard to the consumer credit market.

. H . ' . “w H ' “ = . L -
Bascd on this operating environment. the AIFUL Group will continue to promote “total compliance™ and “a customer first crientatton” as tts
prionty principles in order 1o gain the true confidence of all of its stakcholders, including its customers, contributing to the overall
devélopment of a sound consumer credit market, at the same time as it strives to diversity its financial services with a focus on legality and
seoum\'

5. Matters Relating to the Parent Company

There are no relevant matters.

II1. Results of Operations and Financial Position
1. Summary of Operations

A.  Business Environment

Looking at the Japanese economy during the current consolidated interim period, according to the Bank of Japan’s September 2006 Tankan
Survey released on October 2, the index of manufaciuring business conditions at large companies, considered an indicator of economic
trends, stood at 24 points, an improvement of three points compared to the previous survey and recording its highest level since the
September 2004 survey. Following this, according to the Monthly Economic Report (Getsurei Keizai Hokoku) submitted on October 12,
2006, which indicates the govemment's view of economic conditions, the economic expansion since February 2002 ranks with the Izanagi
boom, the longest in the post WW2 period, and it is virtually centain that a record high will be posted in November.

In this economic environment, the consumer finance ndustry is awaiting Cabinet decisions and tuture deliberation in the Diet on dratt laws
consisting of areas such as the regulation of practices. entry, and aggregate amounts aimed at revising the Money Lending Business Control
Law as well as the revision of the ceiling interest rate in the Capital Subscription Law. In addition to this, the business environment continues
1o be unpredictable with the reaction to interest repavments, which have increased markedly since last fiscal year.
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B.  Operations
(1Y  AIFUL Cerporation

During the current consolidated interim period, the entire Company has been united in taking various steps 1o prevent a recurrence of legal
infningements and restore its credibility.

Morcover, on November 30, 2006, AIFUL terminated the consumer credit group lile insurance (“group credit life insurance” below) that it
has provided since fiscal 1994 with the objective of alleviating the burden on the bereaved family in the unfortunate event of the death of a
customer as a result of giving comprehensive consideration to the group credit life insurance svsiem, including opinions on the need 1o enter
group credit life insurance and the cost of providing the service to customers, and it has decided to cease handling new applications from
December 2006. In the future, AIFUL will respond legally after measured and fair consideration of the circumstances of customers and
bereaved farmlies, :

Results of operations during the curremt consolidated interim period in the loan business by product are as follows.
i) Unsecured Loans

There were 147,000 new applications during the current consolidated interim period, a decrease of 44.0% compared 1o the same period last
year, and new account acquisitions were 89,000, down 45.7%% year-on-vear. Unseeured loans outstanding stood at 1,083,031 million ven.
down 4.4% compared to the end of the previous fiscal vear.

ii) Home Equity Loans and Small Business Loans
The balance of loans outstanding a1 the end of the current consolidated interim period for the Company’s other products stood at 308 446
million ven, down 9.6% compared 10 the end of the previous fiscal vear, for home equity loans, and 34.332 million ven, down 10.8%, for
small business loans.

At the end of the current consolidated interim period. AIFUL had 463 statfed branches and 1,440 unstatfed branches, totaling 1,903 branches
in all.

ifi}  Credit Guarantees Business

At the end of the current consolidated interim period. AIFUL's guarantee partners numbered 44 unsecured personal loan companies and 59
small business unsccured loan companies, and the balance of customers” liabilities for acceptances and guarantees stood at 61,437 million
ven, marking a decline of 1.4% compared with the end of the previous fiscat vear,

(2) LIFE Co.. Ltd.

During the curren! consolidated interim period and lollowing on from the last tiscal year, LIFE has continued to working to further
strengthen its business base, tocusing on the credit card operations that the company has positioned as its core business.

i) Credit Cards Business

In its credit card business, LIFE followed up the launch of its exclusive student credit card at the end of March 2006 with the launch of its
Gold Card in April 2006, tapping into new customer segments. In the co-brunded card segment, LIFE embarked on a range of new
parinerships that included a co-branded Pink Panther Card with EIGAJIN, the licensee of the intemationally popular Pink Panther character,
a co-branded YH World Card that doubles as a vouth hostel membership card in a tic-up with the Japanese Youth Hostel Association, and an
Association of National Caretakers Supports Card in partership with the non-profit organization Association of Nattonal Carctakers
Supports. Moreover, the company also commenced issuance of the SUPER AGURI F1 TEAM Card based on its official partnership
agreement with the SUPER AGURI F1 TEAM. '

The company’s cash services channels allow access to about 140,000 cash dispensers and ATMs at 479 partner companies, promoting a
steady increase in convenience.

In addition to this, LIFE commenced screening of the sixth round of its mixed media commercial campaign, including web advertising. This
serics of TV commercials has been extremely well received and was awarded the grand prize at the Commercial Festival held by the Al
Japan Radio & Television Commercial Confederation in September 2006 following on from the Top Ten Commercials of the Year Award that
it received last vear. In Apnl 2006, the company also began screening the second round dealing with skimming in its educational TV
commercials that aim to raise awareness of credit card crime.

LIFE has continued to work actively in support of various events, incleding the Second LIFE Ladies Golf Toumament.

As a result. the 1otal number of credit card holders at the end of the current interim period rose 500.000 to 13,590.000,

i) Per-item Credit Business

In its per-item credit business, LIFE has tuken measures 1o make screening standards tor afhiliated outlets more rigorous in addition to regular
credit monitoring at aftiliated outlets in light of social problems that include deceptive trade practices by home renovators that target the
eldedy.

iii)  Consumer Finance Business

In its consumer finance business, LIFE has 103 staffed and 101 unstalled LIFE Cash Plaza outlets, and it has 13 Card Brand Shop outlets.
6 Consolidated




which it is developing as a brand shop.
Meanwhilé. the volume of business during the current consolidated interim period was up 20.6% vear-on-vear to 268,964 million ven for
credit card shopping, down 61.8% to 26.211 million ven for per-item credit, down 21.5% 1o 12, 725 million ven for credit guarantees. and
down 3. 7/0 to 164,998 million ven for credit card cash advances.

3 Oth‘pr Group Companies

i) Small Business Finance Business

Businext Corporation has been working to further enhance its services continuing on from last fiscal vear and followed up the opening of the
Yokohama Branch (Kanagawa Prefecture) and the Omiva Branch (Saitama Prefecture) in Aprl with the opening of the Kobe Branch (Hyogo
Prefecture) in July. As o result, the balance of loans outstandmg at the end of the current consolidated interim period rose 9.6% compared to
the end of the previous fiscal vear to 80, 165 million ven.

In addmnn the balance of loans outstanding at the end of the currem consolidated interim period at Cm s Corporation fell 1.3%% compared to
the end of the previous tiscal vear to 66, 959 million yen. ' !

ii) Consumter Finance Business : '

As mcmbtl:rs of the AIFUL Group. Tryto Corporation and Wide Corporation have continued working to fusther strengthen their legal
compliance structures and for g E.rualcr management efficiency. The balance of loans cutstanding at these companies at the end of the current
wnsohdaled interim period fell 6.3%4 compared to the end of the previous fiscal vear to 172, 363 million ven. This amount includes 3,373
million in ofi-balance sheet loans due to securitization.

AIFUL has dectded on its fundamenta] strategy of conducting a merger by absorption scheduled for March 2007 of id Credit Corporation and
Net One Club Corporation, companies that specialize in intemet loans, in view of the changes tzking place in the business environment for
the consumer finance industry. and with the objectives of marketing and management efficiency.

iii) Soli\'icer Business and Venture Capital Business

The balance of rccci\ablcs purchased by AsTry Loan Services Corporation stood at 10.983 million ven at the end of the current consolidated
interim period. up 0.5%6 compared to the end of the previous tiscal vear. Investment by New Frontier Partners Co.. Ltd., totaled 4,864 million
ven (mcludmg investment through funds) at the end of the current consolidated interim period. up 4.7%% compared to the end of the previous
fiscal year. - |

1
As a result of the l'nrcgoing at the end of the current consolidated interim period. the AIFUL Gr::)up had 2.145.220 million yen in loans
outst‘mdmb down 3.9% compared 1o the end of the previous fiscal vear, 257,742 million yen .in installment receivables, down 9.6%
compared to the end of the prewous fiscal vear, and §48,930 million yen in customers’ liabilities for acceptances and guarantees, down 3.1%%
compared to the end of the previous fiscal year. (These amounis included 97,169 million ven in off-balance sheet loans due to securitization
compriscd'ol' 165,772 in loans outstanding and 97,169 million ven in installment receivables.) '

In addition, the balance of funds procured at the end of the current consolidated interim period was 1,630,813 million yen, down 9.0%
compared to the end of the previous fiscal vear.

i . . .
C. Overview of Performance

{
Operating revenue of the AIFUL Group for the current consolidated interim period decreased by 3.9%. to 262.283 million ven, of which

236.055 million yen, or 90.0%6, was accounted for by operating interest on loans, 13,664 million yen. or 5.2%, by revenue from credit card
shopping and per-item credit. and 4.668 million ven, or 1.8%, by credit guarantee revenue.

Meanwhile, operating expenses for the AIFUL Group totaled 234,539 million yen, up 18.6% ycar—on:-'\'car.

This ummEm can be broken down into 103,909 million ven, or 44.3%5, for bad debt eXpenses., 19.343 million ven, or 8.2%. in expenses

related 1o interest repavments. 22,170 million ven, or 9.5%%, in advertising expenses and t..ommlsuont: paid, and 30.040 million ven. or 12.8%.

n pcr‘.onn‘el expenses.

In conjunction with the Accounting Treatment for Calculation of Reserves Relating to Losses a1 Consumer Finance Companies, eic.,
Resulting from Interest Repayment Claims (Industrv Audit Committee Report No.37) published by the Japanese Institute of Certified Public
Accountants (JICPA) on October 13, 2006, AIFUL has changed its method for estimating reserve for losses on interest repayments from the
current mmohdalcd interim period. With this change. AIFUL has recorded the amount of 176, 324 million yen as an extraordinary loss at the
same Gimé as revising financial results forecasts for the vear ending March 2007 downwards for the AIFUL Group and for AIFUL
Corporation.

i
As a resull of the foregoing, consolidated operating income for the current consolidated interim period fell 63.0% to 27,744 million ven,
ordinary incomc was down 62.9% to 28,115 million yen. and there was an interim net loss of 179,564 million yen.
AIFUL’s non-consolidated operating income fell 65.5% 10 19,428 million yen, ordinary income du.n.a\ed 62.7%5 to 22,283 million yen, and
there was an interim net loss of 159,647 million yen.
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D. Oulllook for the Full Year and Issues to be Addressed

The undertone of the Japanese economy is recovery, and, although bright signs are visible in the market environment such as the
improvement in the unemplovment rate. there are concemns over the impact of the business environment on the performance of the industry
and the AIFUL Group with the approach of reforms to business-related legislation.

In this business environment, the AIFUL Group is responding promptly and properly as it monitors the developments in the reform of
business-related legislation at the same time as working to make exhaustive cost reductions.” Moreover, the Group is promoting a
Readjustment Plan that is a par of its Confidence Restoration Project.

Meanwhile, the consumer finance industry has been running the “Stop! Karisugi” campaign to prevent excessive borrowing as part of its
dissemination of information for safe usage. which was among the areas listed in Voluntary Initiatives for a Sounder Consumer Finance
Market that AIFUL announced jointly with six other consumer finance companies on March 28, 2006.

Moreover.'looking ahead. AIFUL is contributing 1o fiurther soundness in the consumer credit market overall with measures that include the
establishment (October 2, 2006) of the Support Services for Sound Houschold Budget Management Site to provide assistance in improving
household budgets.

In the year ending March 2007, AIFUL predicts a 7.4%% decline to 508,714 million ven in consolidated operating income. an 84.2% decrease
to 20,000 million ven in ordinarv income, and a 185. 476 million ven net loss.

AIFUL pr::dicts that non-consolidated operating income will decrease 11.0% to 305.864 million ven, ordinary income will fall 86.8%% to
125.000 mril]ion ven. and there will be a net loss of 163, 442 million yen.

2. Financial Position

!
At the end of the current consolidated interim period, total assets declined by 300,040 million ven compared to the end of the previous fiscal
vear. Net assets also tell by 186,354 million yen, and the equity ratio was down by 4.8 percentage points to 19.6%%

|
Al Assets

Total assets declined by 300.040 million yen or 10.8%% compared to the end of the previous fiscal vear to 2,490,928 million yen. The main
components of this were loans oulstandln& and installment receivables which fell by 75,966 million yen and 20.441 million ven respectively
as well as a 114.419 million ven increase in the allowance for bad debts.

B.  Liabilities

Total liabilities fell by 106,721 million yen or 5,144 compared to the end of the previous fiscal vear 10 1,995,589 miltion ven. The main
components of this were a reduction of 94,432 million ven in shor term and long term borrowings and a 62,500 million yen decrease in
bonds des;?'itc the 77,680 million ven increase in the reserve tor losses on interest repayvments.

C. Nel‘Ass&:ls

Net assets: fell by 186.354 million ven or 27.3% compared to the end of the previous fiscal vear to 495,339 million ven, The main
components of this included a 183,813 million ven decline in retained eamings due to the net loss and dividends.
The amount corresponding 1o the former total sharcholders” equiry stood at 494,546 million ven.

D. Cas’,h Flows

Despite anuncrease due to the decline in loans outstanding and an increase in reserves, cash and cash cquivalents at the end of the current
consolidated interim period fell by 344 million yen compared to the end of the previous consolidated fiscal vear to 133.832 million ven due
to financing activities such as the repavment of borrowings and redemption of bends.

1

(N Caslh flow from operating activities

With net income before taxes of 148.869 million ven, net cash used by operating activities rose 120,518 million ven, compared 1o a decrease
of 30,978 million ven for the same period last year, due to an increase in the allowance for bad debts and the reserve for losses on interest
repavments and a decline in loans and other operaling receivables.

(2)  Cash flow from investing activitics

Despite a decline in the acquisition of business equipment and software. net cash used by investing activities rose 45,104 million ven
compared \\nh an increase of 363 million ven in cash used in the same period for the previous vear as a result of a decline in short term loans
(gensaki rupun,hasu agreement on financial instruments).

3 Cas!‘l flow from financing activities L
Net cash generated by financing activities tell 166.183 million yen, compared with an increase of 46,004 million ven for the same period a
year earlier, due to the repayment of short and long term borrowings, bond redemption and the pavment of dividends.

In order to raise the liquidity of working funds, the AIFUL Group extended its commitment line, which was 280,000 million yen at the end of
the pn,\lous fiscal year. to 400,000 million yen as of the end of the current consolidated interim period.
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IV. Business Risk

The main faciors conceming the financial position and business performance of the AIFUL Group that could significantly impact the
decisions of invesiors are those described below: Factors in the text relating to the future are based on judgements as of the end of the current
consohdalud interim period. [

. Ri;t:ks Arising from the Business Environment

Whether the AIFUL Group maintains and improves past profit levels and rates of profit growth depends on a number of factors, and those
that are ewzpected to be the main factors are as described below. Nevertheless, the AIFUL Group's financial position and business
pertormance could be affected by changes in the opcratmg environment, including the strenglhcmng of legislation and regulations. and
changes i u: competitive conditions and the economy. The revision of the AIFUL Group's sirategy ma\' also be unavoidable.

e Japancse ecanomic conditions and market trends, esfn:ciall_\,' trends in the consumer credit markel

¢ Intensification of competition with competitors in the consumer finance market !

e Changes in the relevant legislation and regulations for the consumer finance market, and especially changes in the legal framework and
Judicial decisions relating to the maximum legal interest rate. accompanying chany,s in accounting standards, and incidence of other
lawsuits requesting interest repayments

¢ Changesin the AIFUL Group's ability to provide credit, lhe number of au.oums the av erage balance per account, the average contracted
mterest rate, and the default ratio

» Changes in fund procurement capabilities due to factors ‘such as market interest rate trends, and changes in the creditworthiness of the
AIFUL Group

# Changes in expenses. including various commissions and personnel expenses. and losses

* Negative media coverage of the AIFUL Group and the consumer finance industry, and the incideénce of scandals

_I . .
2. Risk Arismg from the Problem of Borrowers with Multiple Debis

Against lhe background of recent economic conditions and the establishment of a legislative system for consumer protection, the increase in
the number of consumers with mulliple debts {rom borrowing from a number of credit providers and the use of credit cards, and the
accompanving growth in the number of consumers requesting legal protection, have become social problems. (Some customers ol the AIFUL
Group mi::y also fall into this category.) In response to this problem, the consumer finance industrv set up the Liatson Group of Consumer
Finance C;Zompanics in January 1997 to work on educational activities for consumers through TV commercials and pamphlets at the same
time as carrving out activities 10 support tinancial education ‘such as the production of video teaching materials for high schools. Moreover,
in June 1997, 14 consumer linance companies invested |, 722 million ven to establish the Japan Consumer Counseling Fund, providing
funding aid for a range of counseling programs.

Apart l'rof'tl this, seven major consumer linance companies. includink the Liaison Group of Consumer Finance Companies. jointly announced
Voluntar\' Inttiatives tor a Sounder Consumer Finance Market in March 2006 based on the three main areas of supporting sound household
budbd m..magemt.nl dmsemmalmg information for safe usage, and working tor the creation of a safety net. At the same time as running the
“Stop! Karﬁugl media campaign since June 2006, the measures undertaken include the formuldtion and distribution of a pre-borrowing
check book and the establishment of the Support Services for Sound Houschold Budget Management Site on October 2, 2006 as a site to
provide 'Eupport for sound houschold budget manugement based on improving the balance between household income and cxpendllurc
Looking ahu}d ATFUL intends to work steadily to contribute to a sounder consumer credit market by dev Llopmg products with a maximum
five-vearirepavment term in order to promote systematic repayment in revolving credit agruemenls and the development and introduction of
consumer activity diagnostic services and household budget management diagnostic services.
The AIFUL Group is working lo avoid the risk of excessive lending through such means as 5LreeninE repaymen! capacity (includc.\
momtonnb credit extended to existing customers) based on data from personal credit information agencies and its own credit provision
systems and tightening up of credit criteria,

Nevertheless. in the event that the content of receivables deteriorates due 1o future economic conditions or the establishment of the legislative
system, the number of customers requesting legal debt adjustment increases, or other regulations and restrictions related to the consumer
credit market are strungthcnud the financial po‘;llmn and business performance of the AIFUL Group may be adversely aflected by a
contraction in the size of the market or an increase in credit costs, including bad debt write-offs,

3. Legal Reguliations

Al Leéa! Comphiance Svstem S

On Apri{ 14, 2006. AIFUL Corporation was deemed in breach of the Money Lending Business Control and Regulation Law (“Money
Lending Business Control Law™ below) with respect to the unlawtul preparation and exercise of letters of attomey, demanding claims against
bonm\er‘: who had received judgments for the commencement of assistance, the trequent demanding of claims through tulephonc calls to the
debtor’s \\orl\p]auc persistently requesting cooperation from third parties in the demanding of claims, and inadequate entries in the records
of negoliations as a result of on-the-spot inspections by the Kinki Finance Bureau of the Financial Services Agency. The Company was
pcna]:zed with the halting of operations for between 20 and 25 days from May 8. 2006 a1 five of its branches and oflices and for three days
from May 8. 2006 at all of its other branches and offices. !

In its endea\ors to enhance its compliance structure, AIFUL Corporation had already established a Compliance Committee and a Group

' Complmnu: Committee as well as collecting information on risk and lal\m‘s, preventative measures. Moreover, the Company had established

a Compliance Office as a specialist depariment for verifving and assessing the company-wide compliance se1 up. However, in light of the
; .
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penalties above, AIFUL has undertaken the following responses and reviews in order to ensure an even more effective system. and
compliance with business-related legislation is the prionty issue.

On June 5, 2006, the AIFUL Group initiated a company-wide Confidence Restoration Project to look into the fundamental causes of the legal

breaches through an exhaustive investigation of the Company’s organizational climate and culture. At the same time, AIFUL has concluded

an agreemenl that is scheduled to run until March 2007 on legal consulting with Nakajima Transactional Law Office (Representative

attomiey: Shigeru Nakajima), which has an extensive track record in compliance and corporate crifis management, and is receiving advice

and support on preventing the recurrence of legal infringements at the Company and setting up a compliance structure.

The AIFUL Group has revised its appraisal criteria since April 2006 with the aim of lawlu] business execution by its branches and call

centers in a shift from its conventional results-oriented appraisal system to an appraisal svstem that values compliance by altering the system

1o a lorm of appraisal that is not linked to the performances of individuals and branches. '

e In its review of the internal regulation relating to operations. the Company has prepared a new process for the series of operations for
lawtul and proper operations management. and it is working to create a system that enables the Jawtulness of individual operations to be
confirmed at all times, including increasing the number of items for attention under applicable laws and regulations.

¢ Inits review of operations-related svstems, the Company is seeking to improve its svstems as well as further computerizing its operations
with the aim of meeting each of the requirements of the legislation related to the Company s business and avoiding human error.

e In its review of the in-house training system, AIFUL Corporation will seek to enhance the acquisition of legal knowledge and the
absorption of awareness of legal compliance by prepaning consistent training curriculums for emplovees immediately afier joining the
Companv through to managers. At the same time, the Company has introduced the Laws and Regulations Manager Certification tor
branch managers and the Laws and Regulattons Qualitication Certiticate for emplovees in loan-related divisions as an in-house licensing
svstem in order ta assess the legal compliance situation for each employee. Moreover, the Company has been running counseling training
in order to foster financial counseling skills for the purpose of resolving customers’ problems. Furthermore, 1,673 emplovees and 1.506
employees respectively passed the Compliance Ofticer Centification and the Personal Intormallon Protection Officer Certitication, which
are external qualitications, on September 10, 2006

o In its review of the intemal auditing system. while increasing the frequency of content monitoring ol customer telephone contacts at all
call centers (East Japan and West Japan Loan Recovery Departments and counseling centers). including those dealing with debt
collection, the Company is working to improve the quality of customer service and for full compliance. Moreover, the Company will add
items for checking in auditing operations with a focus on legal compliance to establish a multi-level checking system that includes
mdependent checking as well as checks by superiors and checks by the intemal auditing departments. In addition, by shortening the
auditing cycle from nwelve to six months, the Company is working to prevent and detect illegal practices at an carly stage.

o In its review of products and operations, AIFUL Corporation will change its home equity loan products to set loan amounts based on
disposable income in order to climinate the possibility of excessive lending. Mareover, the Company will revise the forms for its
operations in order to confirm customer intentions properly at the same time as implementing a revision of in-house regulations.

- - . P . - - . b .
In the event that unlawifulness and scandal, including activitics in breach of the law involving the employees of the AIFUL Group, eccur
despite these reviews and the response made by the Company, this will result in legal punishments such as administrative penalties and other
obligations, and could affect confidence in the Group as well as its financial position and business performance.
' N I

B.  Legal Regulations

In terms of the legal regulation of business, the loan business, including the AIFUL Group’s mainstay consumer finance business. is subject
to the application of the Money Lending Control Law and the Law conceming the Regulation of Receiving Capital Subscription, Deposits,
and Interest on Deposits (called “Capital Subscription Law* below). Under these laws, business is subject to a range of regulations. These
include the prohibition of excessive lending. the publication of loan terms, the advertising of loan terms. the prohibition of exaggerated
advertising, duty to provide explanations when concluding a lean agreement, the issue of documents, the issue of receipts, the preparation of
account books, limitations on the acquisition of blank powers of attomey. regulation of collection, activities. surrender of claim documents,
the posting of signs, regulation of the cession of obligation, duty to disclose transaction history, the appointment of managers to handle
lending opemations, the carrving of identification documents. the legal regulation of the items to be entered on payvment notices, and
regulations on the proper handling of personal information.

In addition, the Administrative Guidelines for Precautions Regarding Financial Supervision (Administrative Guidelines) of the Financial
Services Agency of Japan. the supervisory agency for AIFUL Corporation, set standards for preventing excessive lending. The amount that
one lender can lend to a borrower with a brief screening at a counter in unsecured. non-guaranteed loans is 500,000 ven or an amount
equivalent 10 10% of the annual income of the borrower. Moreover, the AIFUL Group’s credit card shopping and per-item credit businesses

are subject to a range of regulations based on the application of the Installment Sales Law. These regulations include the publications of
terms of business. the issue of documents, the limitation of the amount of compensation for damages accompanying the cancellation of

contracts, pleas against installment sales service providers. the prevention of purchases that c\ceed capacity to pay, and the prevention of
consumer problems related to conlinuous service. :

Moreover, based on the Monev Lending Business Control Law. when AIFUL Group companies which operate a money lending business

conclude a loan agreement or a guarantee agreement, and extend a loan, they have an obligation to issue a document that records the -

specitied matters conceming the terms of the loan immediately to the customer, who is the borrower. and the guarantor.

The Administrative Guidelines require lenders to issue a document that records all the statutory mafters immediately whenever a customer
borrows funds from an ATM or stafted office (includes mailing the document immedtately) in addition to issuing the prescnbed document
when the contract is concluded. The AIFUL Group changed the software for the Company’s ATMs and has been issuing the document

+
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described above that records all the statutory matiers since August 2003, and i1 is taking measures to make the required changes based on the
amendments to the Enforcement Regulations for the Moriey Lending Business Control Law as described later with relation to the statutory
nratters to be recorded on the relevant document. In addition, for the ATM's of partner financial institutiens, the Company obtains the prior
consent of customers to mail the document that records the statutory matters to the custemer separately immediately after a loan, However,
the Company does not mail the document to customers trom which it has not obtained prior consent.

The Financial Services Agency has statutory authority to impose administrative penalties for non-compliance by lenders with such
obligations as issuing documents and providing explanations, including an order to completely or partially suspend business, 10 restrict the
use of ATMs at partner financial institutions, as well as to cancel registration as a lender. The imposition of such administrative penalties on
the AIFUL Group could aftect the Group’s financial position and business performance in addition to necessitating a revision of the Group's
mattagement policy.

On May 1. 2005, the Adntinistrative Guidelines were partially amended 1o (a) add failure 1o take the necessary and appropriate measures to
ensure that the duty to provide explanations is fulfilled when enpaged in the operation of a money lending business (such as specifving in
intemal regulations and operations manuals that it is necessary to provide explanations when concluding a loan contract or a guarantee
contract so that the opposite party can understand the details of the contract) as an example of an action that could very likely correspond 10 a
violation of paragraph 2, Article 13 of the Money Lending Business Control Law. which prohibits lending based on unlawful or clearly unfair
methods, (b) stress the supervisory policy concemning the duty of meney lenders to provide explanations, (¢) reinforce the duty of money
lenders to provide explanations relating to guarantees (thev should provide an explanation of the legal consequences and risks for the
guarantor if they are actually forced to fulfill the guaranteed obligation in accordance with the detatls of the individual contract and the
ability of the opposite party to understand). and (d) establish a new provision concerning the duty of money lenders to provide an explanation
regarding letters of attorney authonizing creation of notarized documents (thev should provide an explanation so that the essential details,
including the legal consequences of preparing a notarized document with a compulsory execution agreement attached, in accordance with the
details of the individual letter of attomey and the ability of the opposite party to understand.

Morcover, the Administrative Guidelines were pantially amended on November 14, 2005 to clarify the duty of the money lender to disclose
transaction histories. Furthermore, the Cabinet Order for Partial Amendment ol the Enforcement Regulations of the Money Lending
Busipess Contro] Law was promulgated and implemented on April 11, 2006 to change the provisions for the mandatory matiers to be
recorded on the receipts and payment advice documents provided when a money lender receives a repayment. In addition. matters to be
entered related to acceleration in an agreement were added to come into force on July 1. 2006.

In addition, the Administrative Guidelines were partially amended on June 14, 2006 (a) to clarify that demands by the money lender for the
debtor to maintain the amount of a debt through refusal of repavments and blanket increases in the borrowing limit despite nol having been
requested by the customer fall under “selicitations 1o borrow more than necessary.” and to clarify the need to examine and record in writing
whether a debtor can make repayments without converting the relevant property into cash when seeking collateral on property for lending
and the need to record the results of screening of a guarantor’s ability to fulfill the guaranteed obligation in writing in order to prevent
excessive lending, and (b) to clarify that the actions listed in the Administrative Guidelines as examples of acts that very likely constitute
infringements of paragraph 2. Article 13 of the Monev Lending Business Control Law must not be committed when changing an agreement,
including requiring a customer to make automatic transfers from an account into which a public benetfit is paid, except when requested bv the
customer himself or herself for his or her own convenience, in the relevant examples,

Moreover. the draft for a partial amendment of the Administrative Guidelines was announced on September 15, 2006 to clarify that persisten!
demands by a money lender or a person who has been subcontracted by a money lender, or conduct suggesting the repavment of a debt by a
debtor using insurance money, very likely fall under “threats and menaces™ under Article 21 of the Money Lending Business Control Law.
Furthermore, with regard to what a money lender shalt regard as interest under the provision of paragraph 7 of Article 5 of the Capital
Subscription Law. when a monev lender acts as an agent for the receipt of guarantee fees paid to a guaraniee company and document
preparation fees paid to a judicial scrivener or notary. the relevant sum is considered to be covered under the provision. The AIFUL Group is
currently taking appropriate and lawtul responses for each of these various amendments.

Apart from this, the Qutline of Radical Amendment of the Monev Lending Business Control Law—A New Strategy for Zero Borrowers with
Multiple Debts and the Eradication of Loan Sharking (dated September 19. 2006} has been compiled as a result of discussion of the report on
the «eliberations of the Financial Services Agency and the Ministry of Justice on the Basic Opinion on the Reform of the Money Lending
System {(dated July 6, 2006) from the Research Commission on the Finance and Banking Svstems of the Liberal Democratic Party (LDP) and
the Financial Attairs Commitiee of New Komeito at the joint meeting of the LDDP's Policy Rescarch Council. Research Commission on the
Finance and Banking Svstems. Treasurv and Finance Division, Juridical Affairs Division and the Subcommittee on the Money Lending
Svstem of the Research Commission on the Finance and Banking Systems.

Although the matters that relate to the amendment of the Money Lending Business Control Law are not concretely established, the outline
consists of (a) strengthening of entry regulations. strengthening of voluntary regulating functions by making the Monev Lenders Association
an approved corporation under the Monev Lending Business Law, strengthening of regulations on the practices of money lenders.
strengthening of methods of supervision by the supervisory authorities, increasing criminal penalties and establishing new eriminal penaltics,
aimed at the rationalization of the money lending business. (b) establishment of a designated credit information agency svstem and regulation
of excessive lending aimed at reducing excessive lending, (c) abolition of the deemed payment svstem, amendment of the maximum interest
rate under the Capital Subscription Law and Interest Limitation Law: abalition of the daily installment lender exception, and clarification of
the concept of interest, with the aim of rationalization of the interest rate system. (d) establishment of a Countermeasure Headquarters for
Borrowers with Multiple Debts within the Cabinet Office as part of the govemment's efforts to address the issue of borrowers with multiple
debts, and () the establishment of various interim periods as part of the interim measures. Afier the drafting of the law by the govemment
based on this, it was approved by the Cabinet on October 31, 2006 and has been submitted to the Diet.

In the event that the Money Lending Business Conitrol Law and related legislation are amended in the future as a result of this. there is a

possibility of a contraction in the size of the market. and an increase in credit costs, including allowance for bad debts, and this could have a
negative impact on the financial position and business performance of the AIFUL Group. Moreover. responding to the relevant amendments
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will give rise to new. unanticipated expenses. As a result, the tinancial position and business performance of the AIFUL Group could be
adversely affected.

C.  Lending Rate and Deemed Pavments

The Law to Partially Amend the Monev-Lending Business Control Law came into force on June 1, 2000, and under the Capital Subscription
Law. the maximum lending rate for when money lenders make loans as part of business operations was reduced from 40.004% per annum to
29.2% per annum. and infringements are subject to criminal penalties. However, the maximum lending rate at the AIFUL Group is lower
than this.

In addition. Paragraph 2 of Article 12 of the Supplementary Provisions of the Law to Partially Amend the Money-Lending Business Control
Law and the Law conceming the Regulation of Receiving Capital Subscription, Deposits and Interest on Deposits (called “*Amended Money-
Lending Business Control Law and Capital Subscription Law” Below) promulgated on August 8, 2003 sets a target of three vears after the
enforcement of the Amended Money-Lending Business Control Law and Capital Subscription Law for the necessary review of Paragraph 2.
Article 5 (Ceiling Interest Rate) of the Capital Subscription Law, taking into consideration demand for funds and other economic and
tfinancial conditions, the financial resources of borrowers: the progress in the establishment of lending rates in accordance with
creditworthiness. and other circumstances in the business of money lenders. Given this kind of stipulation in the Supplementary Provisions,
if. actompanying the amendment of the Capital Subscription Law and the Interest Limitation Law (including the revisions of the Money
Lending Business Conirol Law described eartier), the maximum interest rate under the Capital Subseription Law is reduced to a level lower
than the current rate, it could adversely affect the financial position and business performance of lending-refated businesses at the AIFUL
Group.

In addition. under Paragraph 1 of Article | of the Interest-Limitation Law:, a contract tor interest on a cash loan for consumption is considered
invalid with regard o the portion in excess of the interest ceiling (20% when the principal is less than 100,000 yen. 18%% when the principal
is less than 1,000,000 ven, and 15% when the principal is 1.000.000 yven or more). When the debtor paid the relevant excess portion
voluntanly under paragraph 2 of the same Article, it is considered that he or she shall not be able to claim repayment. However, under Article
43 of the Money Lending Business Cantrol Law, when the document specified in Article 17 of the same Law has been issued to the borrower
at the time of the loan and the borrower has voluntanly paid the excess portion as interest, and these payments are based on the contract.
which is the document issued immediately at the time of pavment as specitied by Article 18 of the same Law: this pavment is regarded as the
repavment of valid interest on the debi based on the agreement for which documents were issued as specified in Article 17 of the same Law,
notwithstanding the provision of Paragraph 1 of Article 1 of the Interest Limilation Law (pavments under the relevant provision called
“deemed payments” below). :

Nevertheless, the Supreme Court ruling on Januarv 13, 2006 ruled that the paviment of the portion exceeding the ceiling on interest set in
paragraph 1, Article 1 of the Interest Limitation Law under a covenant requining the lump sum pavment of the outstanding loan in the event
that the payment of a loan installment is late is effectively compulsion and can not be deemed as a voluntary payment by a borrower. In
addition. the count ruled that paragraph 2, Article 15 of the Entorcement Regulations for the Money Lending Business Control Law under
which the entry of the contract date on the receipt can be substituted with the contract number exceeds the scope of legal authorization and is
invalid. The AIFUL Group eamestlv accepts these judicial decisions and intends 1o respond prompily.

At present, the contracted interest rate for the loan products (with some exceptions) provided by the AIFUL Group includes the excess
portion on the interest ceiling stipulated by the Interest Limitation Law. Thus far, a number of lawsuits have been brought for the repayment
of the excess portion on the interest ceilings stipulated by the Interest Limitation Law due to a lack of preparation in the industry of the
matters to be entered on the contract document specitied in the Money-Lending Business Control Law, and a number of mlings in favor of
these suits have been passed down. A number of lawsuits for the repayment of excess interest have also been lodged aganst the AIFUL
Group. There have been cases in which the plaintifs” claims that the Group did not fulfill its obligation as a loan business operator to issue
the necessary documents required for the payment to be regarded as “decmed payments™ under the Money Lending Business Control Law
have been recognized, as well as cases in which the Company has made repayment of excess interest based on settlements.

As a result, repayments of the relevant interest overpavments during the current consolidated interim peried stood at 13,976 million ven.
Moreover. the Accounting Treatment for Calculation of Reserves Relating to Losses at Consumer Finance Companies. etc.. Resulting from
Interest Repavment Claims was announced by the Japanese Institute of Certified Public Accountants (JICPA) on October 13, 2006, and the
AIFUL Group is recording a reserve for losses on interest repavments of 228,122 million ven in accordance with the relevant report (includes
estimated repavments of 129,367 million ven that were included in the allowance for bad debts estimated s having prioritv application 1o
operating loans.)

Nevertheless, in the event that a level of repavments of excess interest arises that exceeds the relevant estimated reserve, this, as well as
amendments to related legislation, could adversely atfect the financial position and business performance of the AIFUL Group.

. Other Laws

(1) Personal Information Protection Law and the Handling of Personal Information

On April 1, 2003, the Personal Information Protection Law and the accompanying guidelines on the protection of personal information
established by cach government ministry came into force.

Under the law, businesses that handle persenal information have specific reporting obligations when judged necessary. In addition, the
competent Minister can recommend or order that the necessary measures be taken when deemed necessary to protect the interests of
mdividuals in the event that specific obligations under the Law are breached. Furthermore, businesses are required 1o make notification,
clearly state and publish the purpose of use of personal information. obtain the consent of customers where necessary related to the handling
of personal information, to supervise sub-contractors when subcontracting the handling of personal information. establish a svstem for
security management from the organizational, personnel and technological perspectives, and publish their basic policy on the handling of
personal information,
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In accordance with this, as well as reviewing its handling of personal intormation, the AIFUL Group has {formulated a Privacy Policy and has
also wken measures to prevent the leaking of persenal information before it happens. The credibility. financial condition and business
performance of the AIFUL Group may be affected in the event of a leakage of personal information for any reason or in the event that the
Group is subject to a recommendation or order from the Financial Services Agency.

(2)  Amendment of the Judicial Scrivener Law

Eftective April 1. 2003, the Judicial Scrivener Law was amended to expand the scope of judiciul scrivener services. making it possible for
Jjudicial scriveners to appear as representatives in court lke lawvers in cases such as arbitration and civil lawsuits (maximumnm claim of 1.4
million yen) that can be handled by a summary court. If these revisions, future trends and further expansion in the scope of services bring
about a further increase in lawsuits and adjustments of debt. it may lead 1o longer repavment plans for the Group's loans and a rise in credit
costs, including bad debis. This could adversely affect the financial position and business performance of the AIFUL Group.

(3)  Impact from Amendment of Bankruptey Law

The amendments to the Bankruptey Law came into force o January 1, 20035, The amendments seck to streamline and accelerate bankruptey
proceedings by integrating bankruptey and discharge proceedings and shortening the penod during which it is not possible 10 obtain approval
for discharge. In addition, the free assets remaining available to a bankrupt have been extended. and protection of the rights of individual
bankrupts has been strengthened. If the amendments are accompanied by a rise in the number of bankrupicies, it could lead 1o an.increase in
credit costs including bad debts, and. as a result, this could adversely affect the tinancial position and business performance of the AIFUL
Group. -

(4) Possibility of Increase in Adjustment of Debts due to Formulation of the Special Conciliation Law and Amendments to Civil
Rehabilitation Law

Under the Law conceming Special Conciliation to Promote the Liquidation of’ Specified Debis that came into force on February 17, 2000,
debtors who are likelv to be unable to pav off their debis, are now able to negotiate with creditors via arbitration by an arbitration committee
composed of a judge and civil concitiators with specialist knowledge and experience in the necessary laws, taxes. finances, corporate
tinances, and asset appraisal, depending on the nature of the business operated by the debtor to adjust the debt, such as by changing the due
date for pavment. In addition, the amendments also made it possible for a debtor 10 request a suspension of ¢ivil execution proceedings
against personal assets during the special conciliation proceedings.

Moreover. under the amended Civil Rehabilitation Law, which came into force on April 1. 2001, a number of optional proceedings were
adopted to allow the postponement of loan repavments, without adjudication of bankruptey, for personal loans to bankrupt borrowers. One of
the procedures based on the Law does not require the approval of creditors for a draft rehabilitation plan. In additton. in certain
circumstances, it makes it possible to avoid losing a personal residence covered by a home loan through the application of the special
provisions for home funds. ‘

Thus far, large numbers of AIFUL Group customers have not requested legal protection Irom creditors as a result of these introductions to the
legal system. However, in the cvent of an increase in the future due o economic trends and so on, it could lead to longer repayment plans for
the Group's loans and a rise in credit cost. including bad debts. As a result. this could adversely affect the financial position and business
performance of the AIFUL Group.

4. Risk in Capital Procurement Environment

A.  Interest Rate Fluctuation Risk

The interest rate for the capital procurement of the AIFUL Group vares depending on the market environment and other factors. In order to
minimize the risk of interest rate fluctuation, AIFUL hedges against increases in interest rates using interest caps and swaps. However, there
could be a negative impact on the capital procurement costs ot the AIFUL Group depending on the extent of future increases in interest rates.

B.  Changes in Credit Rating

ATFUL obtains credit ratings from credit rating agencies for its financing activities that include the issuance of bonds and securitization of
receivables, Future changes in the Company's eredit rating could have an adverse effect on capital procurement.

B.  Status of Capital Procurement and Diversification

The AIFUL Group has been seeking 1o diversifv its fund raising methods to include borrowing from financial institutions, syndicate loans,
domestic and foreign corporate bonds, commercial paper and asset securitization. Capital procurement on the same terms as at present may
become ditficult if borrowing terms deteriorate and the amount of borrowings falls due to a decline in the Company’s creditworthiness. and
this could affect the financial position and business performance of the AIFUL Group.

5. Dislocation, Breakdown and Other Damage to Technology Systems, including Information Network System
and Internet Services '

The AIFUL Group depends on intemal and external information and technology systems to manage its business, and this dependence on
software, hardware and networks to manage the branch network and the diversity of information that makes up the Group's business,
including customer and account data, is growing. The hardware and sottware used by the AJFUL Group could sutfer damage or interruption
due to human errors. natural disasters, power outages, computer viruses, and other similar phenomena, or be adversely aftected by an
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interruption in support services prouded by a third party. quuh as a telephone company or an Intemet service provider. Such dislocation,
breakdown, delay or other damage in information or technology svstems could reduce the number of-accounts established by new customers,
delay the repavment of accrued balances, reduce the trust of consumers it the AIFUL Group's business. or result in other disadvantageous
effects, which in tum could sdversely affect the financial position and business performance of the AIFUL Group.

The AIFUL Group seeks to duplicate both its hardware and telecommunications equipment to keep damage to a minimum by replacing
equipment with backups when damage occurs. However, interruption to the operations of the AIFUL Group may be unavoidable in the event
of natural disasters. such as earthquakes or typhoons. :

6.  Holding and Disposal of Stock bv Representative Director and Relatives |

As of the end of the current consolidated interim period, Yoshitaka Fukuda, the representative director of AIFUL, his relatives (including
Yasulaka Fukuda, a director of the Company), and afliliated companies combined were the shareholders that owned a majority of the
Company’s issued shares. As a result, they are able 10 exercise a controlling influence over the important decisions with an impact on the
Company’s business activities which involve imporant corporate transactions such as the transfer of the Company’s right of control,
reorganization and restructuring of the business. investments in other businesses and assets, and terms of future capital procurement.
Moreover. these shareholders have thus far maintained a stable shareholding However, if they disposi. of a portion of this shareholding in the
luturL this could have an impact on the Compam' s share pr:uc in view of the increase in the suppl\ of the Compam' s stock in the market.

7. Slgmﬁcant Lawsuits ' ‘ ' !

The AIFUL Group is aware that a number of lawsuits have been initiated by groups for reasons.such as the Company’s debt collection
practices. As a result, if further lawsuits arise, new, unforeseen expenses could be incurred, and media coverage of such lawsuits could
damage the Group s credibility. This may result in an impact on customers’ use of the AIFUL Group’s products and services, stock price
formation and borrowing of funds. which mayv adversely aftect the {inancial position and business performance of the AIFUL Group.

14 + ‘ Consolidated
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10. Resulis of Operations

A. Operating Revenue

{In millions ol ven)

Period | Previous consolidated Current consolidated Previous consolidated
interim period (Apr. 1. mtenm penod (Apr. 1. fiscal vear (Apr. 1.
2005 to Sep. 30, 2005) 2006 1o Sep. 30, 2006) . 2005 to Mar. 31, 2006)
ftem Amount % Amount %% Amount %
Interest on Unsecured loans 202,463 74.2 196418 749 405308 738
loans to Secured loans 28473 10.4 23,517 9.9 56,144 10,2
customers Small business loans 14,117 5.2 16.119 6.1 29.904 54
Sub-total 245,054 39.8 236.055 90.0 491357 894
Credit card tevenue 5.022 1.9 6.195 24 11.275 2.1
Per-item credit revenue 9.066 33 7.468 2.8 17.675 3.2
Credit guarantee revenue 4.150 ] 1.5 4.668 1.8 8.667 1.6
Other financial revenue 17 0.0 16 0.0 a5 0.0
Other operating (?o!lcc‘tionl of purchased 1.373 05 1,798 07 4744 09
revenuc claims
.Rc\'e.nuc I'rum opc.mfianul 134 01 303 01 436 0.0
investment securities
Other 7.982 29 5.7157 2.2 15,35 2.8
Sub-total 9.490 . 5 7,858 3.0 20,535 3.7
‘Total 272,802 100.0 262.283 100.0 549,547 100.0

Note: “Other” included in other operating revenue includes bad debt write-off recovery and card membership fees.

B.  Other Operating Indicators

+

+

(In millions of ven)

Period F:nd of prc\'ilous ]_End -.:1fcu’rr.r.:nl End‘ of previous

ltem interim period interim period tiscal year
) (As ol Sep. 30, 2005) (As of Sep. 30, 2006) (As of Mar, 31. 2006)
Total amount ot loans | Unsecured loans 1.672,969 11,652,361 1,709,184
outstanding Secured loans 353971 ' 325322 357.025
Small business loans ! 143,180 167.536 166,208
Sub-total 2,170,122 12,145,220 2232417
Number of customer Unsecured loans 3,668,570 13,577.813 3.695,792
accounts Secured loans 102,367 v 96255 104,636
Small business loans 88.354 98.978 98.506
Sub-total 3.859,291 13.773.046 3.898.954
Number of branches Statled branches 893 820 873
Unstatled branches 1.572 1.893 1.849
Sub-total 2.465 ) 2713 2722
Number of automatic loan-contracting machines 2,202 ! 2,237 2.249
Number of loan application processing machines 160 ' 310 310
Number of ATMs Company-owned 2315 ' 2,359 2.361
Partner-owned 154.888 162054 136,722
Sub-total 157,203 164.413 159.083
Number of emplovees 6.807 6.876 6.675
Bad debi write-off 75476 | 89.343 149.830
Allowance for bad debts 158.782 . 286,134 171.715
Net income (loss) per share for the interim period {(ven) 312.20 (1.267.91) 464.84
Net assets per share (ven) 4.672.82 i 3.447.03 4.813.45

Notes: 1.

Total amount of loans outstanding and the number of customer accounts do not inclede loans and customer accounts related to
claims in bankmptcy. Funhermore, off-balance sheet operating foans from the securitization of receivables, which came to
97.169 million ven at the end of the current consolidated interim period, 98,621 million ven at the end of the previous

consolidated intenm period, and 108,400 million yen at the end of the previous consolidated fiscal year have been included.

2. Bad debt write-oft does not include losses on claims in bankruptey, which came to 4,157 million ven in the current consolidated
interim period, 2,465 million ven in previous censolidated interim period, and 4,808 million ven in 1he previous consolidated

fiscal vear.

3. The allowance for bad debts for the current consolidated interim period includes 129,367 million ven in expected repayment

estimated to have prionty application to operating loans,

Consolidated




MENMBERSHIP
November 7, 2006

Interim Financial Statements (Non-Consolidated)
For the fiscal year ending March 31, 2007

AIFUL Corporation Stock Exchange: Tokyo, Osaka
Stock Code: 8515 Headquarters: Kyoto City
(URL hutp:/Avww.aiful.co.jp)
Representative: ' Yoshitaka Fukuda, President and Chief Executive Officer
Inquiries: . Kenichi Kayama, General Manager, Public Relations
‘ Department :

TEL (03} 4503 - 6030 |
Date of the Board of Directors’ meeting to

approve financial statements; November 7, 2006

Interim dividends payment: Yes

Commencemnent of the interim dividends payment: ) December 11, 20035

The Company adopted the “Tangen™ stock unit system: Yes (one Tangen of stock at AIFUL Corporation is equivalent

10 50 shares)
1. Non-Consolidated Business Results for the Interim Period !
(April 1, 2006 — September 30, 2006) '

1. Non-Consolidated Operating Results
. (In millions of ven — rounded down. except where noted)

Operating Revenue Operating Income Ordinary Income
Interim Period Ended September 30, 2006 159,524, (7.6)% 19,428 (65.5)% 22,283 62.7Y%
Interim Peniod Ended September 30, 20035 172,607 1.6% 36,376 6.4% 39.663 9.1%
Fiscal Year Ended March 31, 2006 343,515 0.9% 87,548 (186% | 94,632 (15.9%
Net Income ! Diluted Net Income
Net Income per Share {Yen) per Share {Yen)

Interim Period Ended September 30, 2006 (159,647) - (1,127.27) -

Interirm Period Ended September 30, 2005 15,569 17.8% 251.18 . 251.12

Fiscal Year Ended March 31, 2006 50,381 (25. )% 35577 355.65

Notes: (1)  Average number of shares during:  Interim penod ended September 30, 2006: 141.622.661 shares
Interim penod ended September 30, 2005: [41.608.423 shares
Fiscal vear ended March 31, 2006: 141.613.814 shares
(3) Changes in accounting policies:  None ' '
(3)  Percentage figures shown for operating revenue. operating income. efc., show vear-on-year change.

2. Non-Consolidated Financial Position
(In millions of ven — rounded down. except where noted)

. . . Shareholders Net Assets per
Total Assets Net Assets Equity Ratio (%) Share (Yen)

Interim Period Ended September 30, 2006 1,906,636 459,395 24.1 3,243.80
Interim Pentod Ended September 30, 2005 2,129,976 619,847 29.1 4,377.15
Fiscal Year Ended March 31, 2006 2,204,482 632917 28.7 4,469.03
Notes: (1) Number ot shares issued and outstanding: Interim period ended September 30, 2006: 141,622,498 shares

Interim period ended September 30. 2005: 141.610.000 shares

Fiscal vear ended March 31, 2006: 141,622.876 shares

(2) Total number of treasury stocks at the end of:  Interim period ended September 30. 2006: 412,502 shares
Interim penod ended September 30, 2005: 425.000 shares
Fiscal year ended March 31, 2006; 412,124 shares

F

1 . Non-Consolidated




|

IL.  Full Year Forecast (April 1, 2006 - March 31, 2007)

(In millions of ven — rounded down, except where noted)

Operating Revenue

Ordinary Income

'Net Income (Loss)

Fiscal Year Ending March 31, 2007

305,864

12,500

(163,442)

Reference:

Forecast for eamings (loss) per share for tiscal vear ending March 31, 2007: (1,154.07) yen

Caution Relating to Results Forecasts

The above forecasts are based on the information available to management at the time they were made, and are estimates involving uncertain

factors thought likely to have an eftect on future results. Actual results can ditfer materiallv from these forecasts for a varietv of reasons.

I11. Dividend Information

Cash Dividends

Dividends per Share (Yen)

Interim Year-end Annual
Interim Pertod Ended September 30, 2006 30.00 30.00 60.00
Intenim Period Ended September 30, 2003 30.00 - 60.00
Fiscal Year Ended March 31, 2006 — 30.00 '

Non-Consolidated
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7. Results of Operations

A.  Operating Revenue

(In millions of ven)

Previous intenm period Current intenm period Previous liscal year
(Apr. 1. 2005 10 (Apr. 1 2006 to (Apr. 1,200510
Sep. 30, 2005) Sep. 30 2006) Mar. 31. 2006)
ftem Amount % Amount %% Amount %%
Interest on Unsecured loans 135306 78.4 128,529 80.5 269,986 78.6
loans to Secured Joans 27.826 16.1 22447 14.1 54,560 15.9
cuslomers Small business loans 4.388 26 4.303 27 8.994 2.6
Sub-total 167.521 ' 97.1 155.281 97.3 333541 97.1
Other financial revenue 1 0.0 12 0.0 1 0.0
Other operating | Credit guarantee 2,032 1.2 2,574 1.6 4,425 1.3
revenue revenue
Other 3.053 1.7 1,656 1.1 5.546 1.6
Sub-total 5.085 29 _4.230 2.7 9972 2.9
Total 172.607 100.0 159,524 100.0 343.518 100.0

Note: “Other” included in “Other operating revenue™ consists of clerical fees and guarantee fees.

B.  Other Operating Indicators

(In milltons of ven)

Notes: (1) Total amount of loans outstanding and the number of customer accounts do not include loans and customer accounts related to

claims in bankruptey.

(2) Bad debt write-off does not include losses on claims in bankruptcy. which came 1o 3.676 million ven in the current interim period,

2.078 million ven in previous interim period, and 4,152 million ven in the previous iscal yvear.

(3) The allowance for bad debts for the current interim period includes 129,609 million yen in expected repayments estimated to have

prionty application to operating loans.

17

'
i
i

'

Non-Consolidated

Item Previous interim period Current interim period Previous fiscal year
(As of Sep. 30, 2005) (As of Sep. 30.2006) | (As of Mar. 31, 2006)
Toial amount of loans | Unsecured loans 1,115,158 1,083,031 1.133.083
outstanding Secured loans 342,265 308.446 341.152
Small business loans 35474 34.332 38,480
Sub-total 1.492.898 1.425.810 1.512.717
Number of customer | Unsecured loans 2.068.002 1,942,320 2.057.920
accounts Secured loans 100,298 92,995 101.682
Small business loans 26.452 ' 25.080 27.78%0
Sub-total 2,194,752 2,060,365 2.187.382
Number of branches | Stafled branches 541 463 515
Unstaffed branches 1.126 1.440 1.397
Sub-total 1.667 1.903 1912
Number of "Ojidosan” loan-contracting machines 1.562 1.588 1.595
Number of Automatic processing machines for 100 310 310
loan applications )
Number of ATMs Company-owned 1,760 ¢ 1809 1,803
Partner-owned 32.714 ' 85510 84.836
Sub-total 84 474 87.319 86,639
Number of emplovees 3.202 ' 31.216 3.066
Bad debt write-ofl’ 45,264 57,432 93.422
Allowance for bad debts 98.875 . 207.804 106.998
Net income (loss) per share for the interim period 251.18 A1127.27 A558M
{ven) ]
Nel assets per share (ven) 4.377.15  3,243.80 4.469.03
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AIFUL Cofporation
Press Release

! October 10, 2006

AIFUL Announces Cancellation of “Group Lifg fnsurance for Consumer Credit”

'TOKYO - It is hereby notified'that AIFUL Corporation (President: Yoshitaka Fukuda) will cancel the
Group Life Insurance for Consumer Credit (“Group Credit™) contracts on November 30, 2006, and
will cancel the handling of the new offering procedure on and after December 1. |

1. Reason for Cancellation of Group Credit and handling of the new offering procedure

Since 1994, ATFUL, at its own expense, has entered into Group Credit contracts and offered Group
Credit to its customers for the purpose of reducing the financial burden of the bereaved family in the
case a customer has unfortunately passed away. '

However, upon thorough- consideration of the Group Credit system, such as the opinion on the
judgment as to the necessity of offering Group Credit and the burden of the expenses incurred in
providing such service to the customers, AIFUL has decided to cancel the Group Credit contracts.

2. Date of Cancellation - )
November 30, 2006 o
3. Subjects of Cancellation |

All customers to whom AIFUL has offered Group Credit

4. Future Treatment , \

AIFUL would like to respond properly, considering the mrcumstances of the customers and the
bereaved families.

. AIFUL Corporatlon
Headquarters:  381-1, Takasago -cho, Gojo-Agaru,
Karasuma-Dori, Shimogyo-ku, Kyoto
'| President Yoshitaka Fukuda
_Stock code: 8515 !
' [ Exchanges: TSE 1st Section; OSE 1st Section
“Fiscal year: Ending March 31

Inquiries Kenichi Kayama, General Manager,
g : Public Relations Department
| Telephone: (03) 4503-6050 (Public Relations})

(03) 3274-6100 (Investor Relations)
i V




AIFUL Corporation
Press Release

October 23, 2006
AIFUL Announces Basic Qutline of Merger by Absorption of Subsidiaries

KYOTO — AIFUL Corporation has announced the basic outlinc of a mc'rgcr by absorption of the
consolidated subsidiaries id Credit Corporation and Net One Club Corporation, which was
approved at today’s meeting of the board of directors. The merger is scheduled for March 31,
2007.

1. Objective of Merger

Predecessor companies id Credit Corporation and Net One Club Corporation have been
engaged in the Internet consumer finance business since February 2006. The merger by
absorption responds to changes in the environment surrounding the consumer finance
industry and is intended to increasc the effectiveness of marketing and management.

2. Overview of the Merger !

(1) Schedule

Approval of the merger agreement by board of directors: January 2007

Signing of the merger agreement: January 2007

Approval of the merger agreement by the general meeting of sharcholders:
In accordance with Article 796, Paragraph 3 of the Company Law, no general
meeting of AIFUL Corporation’s shareholders will be convened.
In accordance with Article 784, Paragraph 1 of the Company Law, no general
meeting of the sharcholders of cither id Credit Corporation or Net One Club
Corporation will be convened.

Effective date: March 31, 2007

(2) Merger method _
AIFUL Corporation will be the merging corporation in this merger by absorption, and id
Credit Corporation and Net One Club Corporation will be dissolved.

(3) Merger ratio
Because id Credit Corporation and Net One Club Corporation are wholly owned
subsidiaries, there will be no new share issue.

2 Ad 45 AL A AV A
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3. Summary information on merging companies

|
b

'

(As of March 31, 2006)

ATFUL Corporation : . .| Net One Club
1d Credit Corporation .
(1) Name {Amalgamated Corporation
{Predecessor company)
company) ! + | (Predecessor company)

(2) Principal
ractivities

Consumer finance

Consumer finance

Consumer finance

(3) Established

Februarv 1, 1978

September 30, 2005 !

September 30, 2005

(4) Location of

381-1 Takasago-cho,
Gojo-Agaru,

1-2-2 Yuraku-cho,

1-2-2 Yuraku-cho,

headquarters Karasuma-Don, Chivoda-ku, Tokvo Chiyoda-ku, Tokyvo
Shimogyo-ku, Kvoto

(3) f !

Representative Yoshitaka Fukuda Kazumitsu Oishi Kazumitsu Qishi

(6)

Capital ¥83,317 million ¥2 500 million ¥1.000 million

{(7) Number of

shares 1ssued

142,035,000 shares

2,500 shares

2.500 sharcs

(8) Shareholders’

equity ¥632.917 million ¥2.057 million ¥866 million
(9) Total assets ¥2.204.482 million ¥2.356 million . | ¥937 million
giﬂ%e?::rf’t“;‘;e March 31 March 31 March 31
(11) Number of 3.066 10 3
emplovees
gﬁzoi‘;‘;‘;'pa' ﬁgﬁ?ﬂ:ﬁ“s and Individuals | Individuals
Yoshitaka Fukuda, '
19.7% .
(13) Principal Y amakatsu Co., Ltd.,
harchol defs ond 9.4% .| AIFUL Corporation, | AIFUL Corporation,
ratio of holdings Marutaka Co., Lid., 100% 100%
& 8.6% ‘ -
Erio Lease Co., Ltd.,
1.1%
. The Sumitomo Trust &
Llf?cf:) ;‘:‘:t‘pal bank | B king Co., Ltd, -~ -
Aozora Bank, Ltd. -
Capital AIFUL Corporation holds 100% of the outstanding shares
- . relationship of the predecessor companies.
5:22 }Ziliz;tsonshlp of Personnel Executives and employees of the predecessor companies
concpcme d relationship were seconded from AIFUL Corporation.
Business AIFUL Corporation loaned systems to the predecessor

relationship

companies.




(16) Performance in the Last Three Fiscal Years

id Credit Net One Club
AIFUL Corporation Corporation Comoration
(Amalgamated company) (Predecessor {Predecessor
company) company)

Fiscal vear end March 2004 | March 2005 | March 2006 March 2006 March 2006
Operating :

revenue 334,977 340,615 343,515 2 3
(¥ million) ‘

Operating income 95,238 107,581 87,548 417 -116
(¥ million) ;

Ordinary income 08,932 112,533 04,632 442 133
¥ million)
Netincome 53,086 67,301 50,381 442 -133
(¥_ million) : i i

Net income per 560.82 711.20 355.77 | -177.18548 |  -53,533.67
share {ven)

Dividends per 60.00 60.00 60.00 - -
share (ven)

Shareholders
equity per share 3,534.17 6,188.00 4,469.03 822.814 51 346,466.32
(ven)

*Because the predecessor companies were establlshed on the dates shown in (3) above,
performance data 1s only available for one fiscal vear.

4. Starus Following the Merger

(1) Name: AIFUL Corporation
(2) Principal activities: Consumer finance
(3) Headquarters: 381-1 Takasago-cho, Gojo-Agaru, Karasuma-Don, Shlmog\r -ku,

Kyoto

(4) President: Yoshitaka Fukuda

(5) Paid in capital: ¥83,317 million (The merger will cause no change.)

{6) Total assets: The effect of the merger on total assets will be insignificant.

{7y Account scttiement date: March 31

(8) Effect on performance: The effect of the merger on the performance of AIFUL
Corporation will be insignificant.




iy dea A

AIFUL Corporation

Press Release
October 26 2006

AIFUL Announces Progress Report on Strengthening of Compliance Structure

KYOTO — AIFUL Corporation has announced progress on strengthening its compliance
structure, revising its internal regulations, systems, organizations and employvee cducation
programs in efforts to prevent recurrence of any legal violations. The cfforts that AIFUL
has take thus far arc summanzed below. Underlined texts indicate the new initiatives and
thetr current status. '

1. Revision of Internal Regulations -

AIFUL has made its internal rules even more rigorous, tightening up its regulations

relating to lean and agreement practices and debt collection practices. Specific steps

taken include:

® Formulation of the Loans Code of Conduct to clarify Drohlblted practices when
concluding loans and agreements

® Tightening of age limitations on loans

® Introduction of approval by Credit Assessment Department for flow of operations in

reissue of credit cards _ \
® Tightenming of the screening criteria for home equitv loans and small busincss loans

® Total abolition of letters of attomcy for obtaining documents from government
offices '

® Tightening of the rules when prov1d1ng product information to, customers

® Tighteming of rulcs on telephone calls and dispatch of dcbt collcctlon documents,

2. System Construction

Omitted display of telephone number in work telephone number column
In order to eliminate telephone calls placed accidentally to the workplaces of customers,
work telephone numbers are no longer displayed on terminals for the management of debt

collection.

Recording progress of negotiations
AIFUL has rebuilt its system for inputting the progress of negotiations with the aim of
improving accuracv, such as by expanding the number of input characters.

1

3. Comprehensive Guidance and Training for Employees i

Strengthened telephone service monitoring at all call centers, targeting debf collection

depariments )
The frequency of monitoring of telephone service at administration departments and

counseling centers that specialize in debt collection has been stepped up. AIFUL

&

s




monitored a total of 30,709 telephone calls involving 1,416 emplovees in the first half of
the current fiscal vear (April - September 2006). Going forward, the company will

continue to maintain a similar level of monitoring.

Held Compliance Training Sessions ar all branches
From May 8 to 10, 2006, AIFUL ran training sessions for all employees to raise

awareness about legal compliance. In addition, since July, the companv has designated

the fifth business day of each month as a compliance day when all emplovees participate
in training sessions with standardized content. .

Introduced new qualification system to ensure complete penetration of a compliance
mindset

In addition 1o making successful completion of the Laws and Regulations Manager
Certification (in-house certification), Compliance Officer Certification and the Personal
Information Protection Officer Certification (external certifications) a condition of
promotion to management posts, AIFUL has made the attainment of these qualifications
compulsory for all current managers.

In the current fiscal vear, emplovees sat for the Compliance Officer Centification and the

Personal Information Protection Officer Certification on September 10, 2006 — 1.673
emplovees passed the Compliance Officer Certification and 1.506 emplovees passed the

Personal Information Protection Officer Certification. AIFUL plans to hold an

examination for the Laws and chulatlons Manager Certification (1n-house certification)
in Januarv 2007,

Introduced Operations Manager System

AIFUL will introduce Operations Manager Centification (in-house certification) for
emplovees at all branches and call centers who have contact with customers through ioan
and debt collection services with the aim of cnsuring they acquire the necessary legal
knowledge and business expertise for each service conducted. The first cxammatlon is
scheduled to be held in December 2006.

1

Issued AIFUL Group Handbook
AIFUL prepared the AIFUL Group Handbook and distributed it to GrouD emplovees on
August 31, 2006 in order to facilitate even deeper understanding and awareness by

individuals that thev must conduct themselves in a worthy manner as employees of the
AIFUL Group. The Handbook also emghasizcs compliance and the:customer-first

principle.

4. Strengthening and Expansion of In-house Checking Structures

Reviewed and strengthened Inspection Department structures

AIFUL has revised all the inspection requirements for the Inspection Department by
better aligning the items for inspection with the key categories of Financial Services
Agency inspections since April 1, 2006. At the same time, the number of personncl in the
Inspection Department has been increased by 23, creating an organization with 61




members of staff that has been carrying out regular inspections. As a result of these
changes, the regular inspection cvcle for all branches, which was previously 12 months,

has been shortened to six months. Regular inspections were conducted at all of the target

494 branches and call centers in the first half of the current fiscal vear (April - September
20086).

Revised procedures for on-site checks of offices by the Loan Business Department
Manager and the Support Section of the Loan Business Advertising Department

AIFUL has revised on-site checklist managed by the Loan Business Department Manager
and the Support Scction of the Loan Business Advertising Departmcnt in order to
strengthen the checking svstem related to compliance for loan offices. On-site checks of
all the target 115 branch groups were completed in the first half of the current fiscal vear
(April - September 2006). |

Note: Branch group refers generally to the staffed and unstaffed branches in an area,
which are managed overall by a branch.

Revised system of branch checking by branch managers fassistant branch managers)
Legal Compliance Checks by branch managers (assistant branch managers) had been
conducted in six-month cvcles, but the company has accelerated the checking cvcle to
three months as well as revising the checks relating to compliance. Checks were

conducted twice at all of the target 477 branches in the first half of the current fiscal vear
{Apnl - September 2006).

5. Enhancement of Compliance Structures

Compliance audit implemented by external organization -

AIFUL has concluded a legal consulting agrecment with Nakajima Transactional Law
Office (representative attorney: Shigeru Nakajima) for the period from Julv 2006 to the
end of March 2007. Mr. Nakajima has an extensive track record in the fields of
compliance and corporate crisis management. and AIFUL is receiving advice and support
aimed at preventing any recurrence of the company’s legal violations and establishing
solid compliance structures.

In addition, AF1UL has requested a consulting company to undertake an internal audit,
which revealed issues relating to a varety of arcas such as organization and structures,
human resources, and corporate culture.

6. Revision of Personnel Evaluation System
Elimination of excessively target-driven management system

The company-wide target management system based on performance targets was
eliminated at all loan offices and call centers as of April 2006,




Added requirements for appointment fo assistant branch manager and leader positions
The company has added acquisition of the qualification for a Lending Operations
Manager specified in the Money Lending Business Restriction Law to the requirements
for appointment as assistant branch manager, supcrvisor and leader.

7. Establishment of Other Internal Structures

Complete centralization of debt recovery operations
AIFUL completed the full centralization of all debt recovery operations with the aim of
preventing problems and ensuring thorough compliance in Apnl 2006.

Holiding of Inspection Commendations
The company has set up Inspection Commendations with the aim of cinbedding a
comorate climate that prioritizes compliance with laws and regu]atlons

AIFUL will continue to revise its internal regulations, systems. organizations, and
emplovee education programs as necessary in the future to establish a,firm comphance
structure for the company, and will also continue to report on the status of
implementation of these revisions.
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AIFUL Corporation
Press Release

October 30, 2006

AIFUL Announces Revision to Interim Financial Results Forecasts

KYOTO — AIFUL Corporation has announced that the financial resuits forecasts for the
intcrim period of the vear ending March 31, 2007 (April 1, 2006 — September 30, 2006),
which the company published when it released its financial results on May 16, 2006,
were reviscd as shown below in view of recent trends in business results, bascd on a
decision taken at a meeting of the board of directors held on October 30, 2006.

1. Revision to Interim Financial Results Forecasts

a) Consohidated

{Unit: millions of ven, %)

Operating Income Ordinarv Income_ Net Income

Previous forecast (A) 274,232 42 360 22,870
Current forecast (B) 262.283 28.115 A179.564
Change (B - A) A11,948 A14.244 A202.434
Rate of change (%) AHd4d A336 -
(Reference) Actual results for 272,302 75,757 44210
same period in the previous
vear (intcrim period for vear
ended March 2006)
b) Non-consolidated

Operating Income Ordinarv Income Net Income
Previous forecast (A) 166,485 129.231 16,930
Current forecast (B) 159,524 22,283 A159,647
Change (B - A) A6.960 A6.947 A176,577
Rate of change (%) A42 A23.8 —
(Reference) Actual results for 172,607 35,569

same period in the previous
vear (interim period for vear

59,663

ended March 2006)

2. Reasons for Reviston to Financial Results Forecasts

a} Revision to Non-consolidated Forecasts

While interest on loans has been lower than initial projections due to factors such as
recent trends in business results and social circumstances, intercst repayments have risen.




Together with this environment, AIFUL has revised the reserve for interest repayment
losses to 79,757 million yen and the reserve for bad debts to 120,609 million yen to
accompany the announcement of the Accounting Treatment for Calculation of Reserves
Relating to Losses at Consumer Finance Companies, etc., Resulting from Interest
Repayment Claims by the Japanese Institute of Certified Public Accountants (JICPA) on
October 13, Moreover, the company has also made revisions to deferred tax assets in
view of the outlook for the amendments.to the Money Lending Busmess Control and
chulatton Law.

As a result of the factors above, AIFUL has revised its interim financial results forecasts.

b) Revision to Consolidated Forecasts

In conjunction with the revision to the non-consolidated financial rcsults forecasts, the
company has revised forecast consolidated operating income, ordinary income and net
income dowmwards. AIFUL has also revised the consolidated reserve for interest
repavment losses and consolidated reserve for bad debts to 98,755 million ven and
129,367 million ven, respectively, to accompany the announcement of the Accounting
Treatment for Calculation of Reserves Relating to Losses at Consumer Finance
Companies, etc., Resulting from Interest Repayment Claims by the Japanese Institute of
Certified Public Accountants (JICPA) on October 13

3. Dividend
There are no plans to change the interim' dividend.

The financial results forecasts above are forward projections based on information
available as of the date of publication. Final results may differ from forecasts duc to
various factors. Forecasts for the full term for the vear ending March al 2007 will be
announced with the next interim ﬁnanc1al results forecasts on November 7, 2006.

f AIFUL Corpaoration
Headquarters:  381-1 Takasago-cho, Gojo-Agaru,

: Karasuma-Dori, Sh1m0g\0 -ku, Kvoto
President: Yoshitaka Fukuda

Stock code: 8515

Exchanges; TSE Ist Section; OSE 15t Section
Fiscal year: Ending March 31

Inquiries: Kenichi Kayama, General Manager,
| Public Relations Department
Telephone: {03) 4503-6050 (Public Relations)

) (03) 3274-6100 (Investor Relations)




v"’ ’

ATIFUL Corporation
Press Release

November 7, 2006

AIFUL Announces Revision to Full Term Financial Results Forecasts

KYOTO — ATFUL Corporation has announced that the financial results forecasts for the
year ending March 31, 2007 (Apnil 1, 2006 — March 31, 2007), which the company
published when it released its financial results on May 16, 2006, have been revised as
shown below in view of recent trends in business results, based on a decision taken at a
meeting of the board of directors held today.

1. Revision to Financial Results Forecasts for the year ending March 31, 2007 (April 1,

2006 - March 31, 2007)

a) Consolidated

(Unit: millions of yen, %)

Operating Income Ordinary Income Net Income

Previous forecast {A) 537,925 96,000 52,540
Current forecast (B) 508,714 20,000 (185,476)
Change (B — A) (29,211) (76,000} (238,016)
Rate of change (%) (5.4) (79.2) —
(Reference) Results for the

year ended March 31, 2006 549 547 126,964 65,827
b) Non-consolidated I

Operating Income Ordinary Income Net Income

Previous forecast (A) ‘ 322,368 65,000 38,085
Current forecast (B) 305,864 12,500 (163,442)
Change (B — A) (16,504) (52,500) {201,527)
Rate of change (%) (5.1) (80.8) —
(Reference) Results for the

year ended March 31, 2006 ; 343,515 50,381

2. Reasons for Revision to Financial Results Forecasts

a) Revision to Non-consolidated Forecasts

94,632

In terms of revenue, interest on loans is expected to fall below mitial projections, but in
costs, Interest repayment 1s on the rise as a result of the increasing interest repayment
claims. AIFUL already accounted for a ¥79,757 million reserve for interest repayment
losses and a ¥120,609 million reserve for bad debts in its interim financial results
forecasts, to accompany the announcement of the Accounting Treatment for Calculation
of Reserves Relating to Losses at Consumer Finance Companies, etc., Resulting from




Interest Repayment Claims by the Japanese Institute of Certified Public Accountants
(JICPA) on October 13, 2006. Furthermore, the company also made revisions to deferred
tax assets in view of the outlook for the amendments to the Money Lending Business
Control and Regulation Law.

As a result of the factors above, AIFUL has revised its full-term financial results forecasts.

b) Revision to Consolidated Forecasts :
In conjunction with the revision to the non-consolidated financial results forecasts, the
company has revised its forecasts for consolidated financial results for similar reasons to
those provided above. AIFUL already accounted for a ¥98,755 million reserve for interest
repayment losses and a ¥129,367 million reserve for bad debts in its interim financial
results forecasts. ‘

The financial results forecasts above are prepared based on information available as of
the date of publication. Actual results may differ from forecasts due to various factors.
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AIFUL Announces
US Dollar Denominated Unsecured Notes Issues

TOKYO, December 8, 2006 — AIFUL Corporation (President: Yoshitaka Fukuda) announced its
US dollar denominated unsecured notes issues. These notes issues are part of AIFUL's
diversified plan for further improvements in its financial position, and the continued strengthening
of its overall financial health based on careful observation of market movements.

1. Issuer AIFUL CORPORATION

" 2. Outline of the Notes

(1)  Amount of the Notes to be Issued Five Hundred Miliion Us Dollars
(US$ 500,000,000)
(2) Maturity Five (b) years
{3) Conditions of Issue Interest Rate | 6.00%
{ssue Price 99,945% of the
denomination of the
Notes
(4) Place of Offering : ' Private placement to qualified institutional

investors in the United States and
offerings in other foreign markets, mainly
in Europe.

t
b

(6) Payment Date December 12, 2008

END

This document shall not constitute offering or sale of securities in the United States. Except for
either the case of registration or exemption from registration of the securities under the U.S.
Securities Act of 1933, offering or sale of the securities in the United States shall not be permitted.
Our securities have not been registered under the U.S. Securities Act of 1933. This document is
prohibited from distribution within the United States. Also, in case of the Stabilization Act in
relation to these notes issues, application of such Act shall be subject to the rules of the Financial
Services Authority of the United Kingdom (FSA).




